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Arizona Cornoration Cornmiss - La” - BEFORE THE A 

1 J tL-- IN THE MATTER OF THE APPLICATION ) DOCKETNO. W-0 
COMMUNITY WATER COMPANY OF GREEN ) 
VALLEY FOR AUTHORITY TO ISSUE LONG- 
TERM DEBT OF $2.810 MILLION. 

) APPLICATION (FINANCING) 

1 W-02304A-09-0153 
1 

Community Water Company of Green Valley (“C WCGV”) hereby submits its Application 

to issue $2.8 1 million in debt. This Application replaces the currently-pending Amended 

Application from Docket No. W-02304A-08-0465. CWCGV is seeking to withdraw and have that 

Docket administratively closed in accordance with the Procedural Order dated March 13,2009. 

CWCGV is seeking approval in this Application to incur $2.81 million in debt as a Five- 

Year Term Loan to (1) refinance the outstanding balance of $2.5 million of the previously approved 

Line of Credit of $4 million; and (2) to finance an additional $310,000 for necessary capital 

projects. CWCGV has recently negotiated a five-year term loan with Chase. CWCGV believes this 

new Application (essentially replacing its request from Docket No. W-02304A-08-0465) is in the 

public interest. It seeks Commission approval for financing in accordance with this Application. 

Further, CWCGV needs to have an order effective on or before October 1, 2009 so that it can 

obtain financing by November 2009. 

In support of its Application CWCGV provides the following information: 

1. CWCGV is a non-profit public service corporation engaged in providing water 

service in Pima County, Arizona. It has been a non-profit corporation providing water utility 

service to the Green Valley area since 1977. The Commission approved CWCGV’s initial 

Certificate of Convenience and Necessity (“CCN’) to provide water service in Decision No. 47912 

(May 1, 1977), when it received assets from Arizona Water Company - formerly known as the 

Green Valley Water System. CWCGV received an extension to its CCN in Decision No. 57549 
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(September 9, 1991). CWCGV acquired the CCN of New Pueblo Water in Decision No. 6008: 

(February 20, 1997); it has since received subsequent CCN extensions in Decision Nos. 6331( 

(January 11, 2001), 70164 (February 27, 2008), and 70551 (October 23, 2008). CWCGV serve! 

approximately 12,090 customers - most of whom are residential. 

2. CWCGV’s office is located in Green Valley, Arizona and its mailing address is 

izona 85622-1600, and its telephone number is (520) 625 

8409. CWCGV’s President is Arturo R. Gabaldon. The person authorized to receive notices anc 

4 5 € F M & k h ~ e e n m k y ,  Ar _ _ ~  

communications regarding this application is: 

Arturo R. Gabaldon 
President 
Community Water Company of Green Valley 
1501 South La Canada 
Green Valley, AZ 85622-1600 
Phone: 520-625-8409 
Fax: 520-625-1951 
email: arturo @communi t ywater . com 

CWCGV’s attorneys are: 

Jason D. Gellman 
Michael W. Patten 
Roshka DeWulf & Patten, PLC 
One Arizona Center 
400 East Van Buren Street, Suite 800 
Phoenix, Arizona 85004 

All data requests and discovery should be directed to CWCGV’s attorneys, with a copy to 

Mr. Gabaldon. 

3. CWCGV is currently authorized to charge rates for water service per Decision No. 

39205 (December 21, 2006). CWCGV filed a rate application December 9, 2008 that Staff found 

ufficient on February 11, 2009 (Docket No. W-02304A-08-0590). Even so, CWCGV needs to 

lave financing approval before the rate case is decided; and it needs approval from the Commission 

with an order effective on or before October 1,2009. 

4. The amount and purpose for the requested authorization is to (I)  refinance the 

mtstanding balance of $2.5 million of the previously approved Line of Credit of $4 million; and (2) 

o finance an additional $3 10,000 for necessary capital projects. Without this authorization, 
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CWCGV cannot refinance its debt and its ability to provide safe and reliable service will be i 

jeopardy. A summary of the purposes for the $2.810 million including the capital improvements i 

attached as Exhibit 1. 

5.  CWCGV has successhlly negotiated a five-year term loan with Chase Bank. Th 

terms include a fixed principal repayment based on 20-year amortization and a five-year ballooi 

-7 to not exceed the CB Floating Rate plus 100 basis points anc 

with a 30 LIBOR plus 250-basis point floor. These terms are more favorable than a fixec 

traditional loan. Approval of this Application will allow CWCGV to convert its current $2.1 

million Line of Credit and to finance the additional $3 10,000 in needed capital improvements. Thc 

proposed debt will be secured with the assets currently securing the existing Line of Credit. Tha 

Line of Credit will be refinanced with the long-term loan CWCGV is seeking approval for with thii 

Application. Debt issuance costs (including an appraisal and .25% commitment fee) are expectec 

to be no greater than $40,000. CWCGV expects to refinance this loan and seek Commissior 

approval before any balloon payment would be due. A copy of the terms and conditions from tht 

lender is attached as Exhibit 2. 

6. CWCGV's 2008 net excess revenues over expenses was a negative $266,763 and it: 

dtility plant less accumulated depreciation equals $30,601,992 as of December 3 1,2008. 

7. CWCGV had originally requested approval of $3.6 million long-term tax-exempl 

Donds to refinance its previously approved Line of Credit' and additional related facilities in 

Docket No. W-02304A-08-0465. CWCGV 

:onternplated obtaining Industrial Development Authority Bonds, but later learned that it was no1 

:ligible for tax-exempt bonds. Consequently, on October 10, 2008, CWCGV submitted an 

Mended Application (in Docket No. W-02304A-08-0465) for $2.810 million as a One-Year non- 

*evolving Line of Credit (to refinance the $2.5 million and to finance and additional $310,000 for 

iecessary capital improvements). At the time, CWCGV was informed that a traditional longer- 

That application was filed September 5, 2008. 

Approved in Decision No. 675 15 (January 20,2005) 
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term loan would result in higher interest costs than a One-Year non-revolving Line of Credit. Or 

December 3 1 , 2008, Staff issued its Report on the Amended Application. Staff had recommendec 

(among other things) that CWCGV be authorized to borrow funds for one year in an amount not tc 

exceed $2.810 million. It was around this time that CWCGV realized approval for a one-year non 

revolving Line of Credit would be insufficient to address its long-term financing needs. CWCGI 

le a s a u e n t  application to refinance the entire $2.810 million 

even if the Amended Application from Docket No. W-02304A-08-0465 was approved. In othei 

words, CWCGV would still have to: (1) subsequently secure longer-term financing; and (2) obtair 

additional Commission approval before the expiration of its financing in November 2009. Thus 

CWCGV sought to revise its request. 

8. On January 27, 2009, CWCGV submitted a letter in Docket No. W-02304A-08- 

0465 - to alert the parties of its need to revise its request. It further noted that it had successfully 

negotiated a five-year term loan with terms more favorable to it than with the one-year non- 

revolving Line of Credit - as described earlier in Paragraph 5. On February 23,2009, a procedural 

conference was scheduled in Docket No. W-2304A-08-0465 to discuss the proposed revision. At 

the procedural conference held March 12, 2009, the parties agreed that CWCGV would move to 

withdraw its Amended Application and request administrative closure of Docket No. W-02304A- 

38-0465 (as memorialized in the subsequent Procedural Order dated March 12, 2009). CWCGV 

has so moved - and is filing this Application as permitted in that procedural order as its formal 

yevised request. 

9. CWCGV must be able to refinance its Line of Credit before November 2009. At 

.hat time, the current balance of the Line of Credit will expire. Without the authorization requested 

n this docket, CWCGV will be unable to refinance this debt. This will adversely affect CWCGV’s 

ibility to fund operations and address vital capital needs for its water system. 

10. For all of the above reasons, CWCGV believes this new Application (essentially 

eeplacing its request from Docket No. W-02304A-08-0465) is in the public interest. It seeks 

:ommission approval for financing in accordance with this Application. Further, C WCGV needs 
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to have an order effective on or before October 1, 2009 so that it can obtain this financing b! 

November 2009. 

11. In support of this Application, CWCGV has attached a copy of the Company’s prc 

forma capital structure as Exhibit 3. 

12. In further support of this Application, CWCGV has attached a copy of thc 

13. The purpose of CWCGV’s request is for lawful purposes (i.e. to refinance it: 

existing Line of Credit and fund needed infrastructure improvements to its water system) 

CWCGV further submits that it is within its corporate powers to issue debt it seeks approval for, a2 

reflected in the Corporate Resolution attached to this Application as Exhibit 5. 

14. CWCGV believes its request is consistent with sound financial practices. As 

described above, approving the debt financing will allow CWCGV to refinance its existing Line of 

Credit and fund these necessary improvements in a cost effective manner, while also preserving a 

balanced capital structure. Otherwise, CWCGV will not have the ability to refinance its existing 

Line of Credit and may not have the ability to fund these capital improvements - which are vital to 

msuring a reliable and safe water supply for CWCGV’s customers in the intermediate-to-long 

.erm. The proceeds of this financing will be exclusively used toward the above-described purposes 

md comply with all applicable regulatory requirements. No portion of the funds will be used for 

iperating expenses. Therefore, CWCGV believes its application is consistent with sound financial 

x-actices and will enhance the Company’s ability to ensure safe and reliable service. For all of the 

.easons described in this Application, CWCGV believes its request is compatible with the public 

nterest. 

15. CWCGV intends to provide public notice of this Application as shown in Exhibit 6 .  

2WCGV will have this notice published in a newspaper of general circulation in its respective 

:ertificated service areas. CWCGV will file proof of publication with the Commission when 

wailable. 
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WHEREFORE, based on this Application, C WCGV respectfully requests that tht 

Commission authorize CWCGV to incur debt of up to $2.810 million under terms and condition: 

the Commission deems appropriate under A.R.S. $0 40-301 and 40-302. CWCGV requests that thc 

Commission approve this request so that the order can be effective on or before October 1,2009. 

RESPECTFULLY SUBMITTED this 26th day of March, 2009. 

f'nMMT - JNTTY, WAT'ER COMPANY OF GREEN VALLEY 

BY 
Ja n D. Gellman 2 ichael W. Patten 
ROSHKA DEWULF & PATTEN, PLC. 
One Arizona Center 
400 East Van Buren Street, Suite 800 
Phoenix, Arizona 85004 

Original an$thirteen copies of the foregoing 
filed this 26 day of March, 2009, with: 

Docket Control 
ARIZONA CORPORATION COMMISSION 
1200 West Washington Street 
Phoenix, Arizona 85007 

Copy sf the foregoing hand-delivered 
this 26 day of March, 2009, to: 

Lyn A. Farmer, Esq. 
Chief Administrative Law Judge 
Hearing Division 
4rizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Janice Alward, Esq. 
Chief Counsel, Legal Division 
4rizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 
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3rnest Johnson 
Xrector, Utilities Division 
irizona Corporation Commission 
200 West Washington Street 
'hoenix, Arizona 85007 

Wuro R. Gabaldon 
'resident 
2ommunity Water Company of Green Valley 
501 South - -  .. La Canada r r C . F T . I  1 

r 

jreen valley, HL mol4-ioGG 

3Y 
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EXHIBIT 



Projects included in the financing of our 2,810,000 application: 

$ 1,626,722.00 
Expense for replacement of 
Well 7 and 8 with Well 10 and 
11 by Phelps Dodge 669,082.05 
3 Vehicles 12007) 90,530.99 - -  
Service Replacements (2007) 113,664.96 

2,500,000.00 

Reservoir # I  35,234.24 
Hardware for AMR 21,930.00 
Rate Case Software Upgrade 15,706.25 
Valle Verde Extension* 92,776.28 
La Canada & Duval Mine Main 
Lowering 30,208.09 
Warehouse Security 35,778 92 
Wall at Well #9 78,366.22 

31 0,000.00 

2,810,000.00 
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CHASE I,‘r 
PROPOSED CREDIT FACILITY TERMS AND CONDITIONS - 

COMMUNITY WATER COhiPAYY OF GREEN VALLEY 
150 1 South La Canada 
Green Valley, AZ 85622-1078 

Attention: Mr. Pierre Y. Hanhart. - Controller 

JAT-UARY 28,2009 

JPM Chase Bank, N.A. (The Bank), is pleased to provide you with an Expression of Interest for the purpase of 
outlining the terms and conditions under which the Bank would consider providing financing to Community Water 
Company of Green Valley to refilance existing debt with Chase Bank, N.A. 

Community Water Company of Green Valley. [Borrower) Borrower: 

Guarantors: 

Bank 

Facilities: 

Purpose: 

Term: 

Repayment: 

Interest 
Rate: 

Collateral: 

Financing 
Documents: 

Representations, 
Warranties, and 
Coven ants: 

Reporting 
Requirements: 

NiA 

Chase Bank, N.A. 

An up to $2,8 10,000 Term Loan. 

Proceeds to be used to refiance existing line of credit with Chase Bank. Existing line was 
originally issued to fmance cost associated with the installation of new water treatment facilities. 
Available funds ($3 10,000.00) will be use to upgrade various plants and equipment. 

Five years from closing date. 

Thls loan will be payable in fitly nine (59 )  equal installments of principal and interest (based on a 
20 year amortization) and one i i i l  balloon paymait for the remaining balance. 

Proposed pricing is based on a variable interest rate to be based on the CB Floating Rate plus 100 
basis points with a 30 Libor plus 250 basis points floor. Note that the interest rale quoted in this 
document is for indicative purposes only and subject to change. Market conditions will dictate the 
actual interest rate at closing. 

First DOT on utility plant, land, administrative offices, wells & reservoirs. This is the same 
collateral that is currently securing the line of credit king reiiiiaid with this t a n  loan. 

The Credit Facility will be evidenced by a Credit Agreement, Promissory Note and other legal 
documents (the “Financing Documents”). Additionally, the Borro~er  wdl agree to f m s h  any 
agreements, iIulrumak and documents reasonably iequired by the Bark in connwlion aith the 
Credit Facility 

As customary for a transaction of this nature, h e  Borrower shall make cerlain represenlalions and 
warranties concemng the Borrower’s status as an entity m good standmg wth the State of Arizona 
A commitment letter will be subject to the negotiation, execution, and delivery of documentahon 
satisfactory to all parties The Borrower will also agree to other representations, warranties and 
covcnants as set forth in this term sheet and as othcmisc dccmcd appropnatc by the Bank. 

Financial reporting with respect to the Borrower would be required as follows: 

Community Water Company of Green Valley to provide the Bank with its audited annual 
financial statements within 150 days from year end. 

Community Water Company of Green Valley to provide the Bank with its company 
prepared semi-annual financial statements within 60 days fiom 6/30109 and every year 
thaeaner. 

1 



Such other information regarding the operations, business, affairs and financial condition of 
Borrower as Balk may reasonably request. 

Affirmative 
Covenants: 'The Borrower will agree to maintain usual and customary affirmative covenants includ~ng, but not 

limited to mainteimice of books, records and inspections, maintenance of insurance, payiiieiit of 
taxes, preservation of corporate existence, rights and authority, maintenance of properties and 
cquipmcnt, compliancc with applicable statutcs including cnvironmcntal laws and other rcasonablc 
affirmative covenants customary for a transaction of this nature. 

Financial 
Covenants: Usual and customary for transactions of this nature, including, but not limited to, the following: use 

and invcstmcnt of procccds, c-c of control, capital cxpenditurcs, assct divcstiturcs, licns, 
acquisitions and business combinations, transactions with atfiliates, prepayment of oriier 
indebtedness, and additional indebtedness. 

Other 
Conditions: Other conditions on the Borrowcr as dccmcd ncccsmry by the Bank and agccd to by thc Borrowcr. 

Governing 
LdW: State oCArisona. 

Expenses & 
Indemnification: The Borrower will pay lender expenses of outside counsel related to the preparation, negotiation 

and closing ofthe Financing Documents, and indemnify the lender and its respective affiliates, 
directors, oficers, attorneys a id  eniployees against all claim asserted and losses, liabilities and 
expenses incurred in connection with the Credit Facility. 

This summary of Terms and Conditions is not intended to be, and should not be construed as, a commitment to 
lend, nor should it bc construed as an attempt to cstablish all of the terms and conditions relating to the credit 
facility. It is intended only to be indicative of certain terms and conditions around which credit approval maybe 
sought, and once approved, how the loan documents might be structured, and not to preclude negotiations 
within the general scope of these terms and conditions. The proposed credit facilities are subject to, but not 
limited to Lender receiving formal credit approval. The loan documents containing final terms and conditions 
will be subject to approval by the Borrower and the Bank. 

Once again; I thank you for considering doing business with J.P.M. Chase Bank, N.A. Please do not hesitate to contact 
iiie at (520) 281-3315 should you have any question with the terms and conditions outlined in this expression of 
interest. 

Sincerely, 

Edmundo M. Gamillo 
Vice-president 

Agreed and Accepted by: 

Conmuility Water Coiiipany of Green Valley 

2 
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EXHIBIT 3 

IMPACT OF REFINANCING OF DEBTS ON BALANCE SHEET 
Using Most Recent Financial Statements (December 31, 2008) 

BALANCE SHEET 
Before After 

Refinancing Refinancing IMPACT 

Customer-Accounts Receivable 
Plant Material and Supplies 
Prepayments 

CURRENT AND ACCRUED ASSETS 
1,026,163.76 310,000.00 Cash and Cash Equivalents 71 6,163.76 

371,252.02 371,252.02 
t 248,000.00 248,000.00 

54,139.32 54,139.32 
31,616.49 31,616.49 

1,421,171.59 1,731,171.59 310,000.00 

Utility Plant in Service 
Property Held for Future Use 
Construction Work in Progress 
Accumulated Depreciation - Utility Plant 
Non-Utility Property 

TOTAL ASSETS 

LIABILITIES 

CURRENT LIABILITIES 
Accounts Payable 
Notes Payable 

- Chase Line of Credit 
- CAP Loan 

Accrued Taxes 
Accrued Interest 
Miscellaneous Current and Accrued Liabilities 

LONG TERM DEBT 
Long-Term Notes and Bonds 

- (New) Chase Loan 
- CAP Loan 

Advances in Aid of Construction 
Maintenance Reserves 
Contributions in Aid of Construction (Net) 

TOTAL LIABILITIES 

PAID IN CAPITAL IN EXCESS OF PAR VALUE 

Paid in Capital in Excess of Par Value 
Retained Earnings 

39,565,664.1 3 39,565,664.1 3 

31 5,601,12 31 5,601.12 
(9,279,272.99) (9,279,272.99) 
1,717,478.34 1,717,478.34 

32,862,906.07 32,862,906.07 

543,435.47 543,435.47 

34,284,077.66 34,594,077.66 310,000.00 

154,511.35 154,511.35 

2,500,000.00 (2,500,000.00) 
191,535.00 191,535.00 
82,414.89 82,414.89 

233,367.85 233,367.85 
3,161,829.09 661,829.09 (2,500,000.00) 

2,810,000.00 2,810,000.00 
413,467.00 413,467.00 

9,524,360.05 9,524,360.05 
115,845.00 115,845.00 

13,857,013.91 13,857,013.91 
23,910,685.96 23,910,685.96 

27,072,515.05 24,572,515.05 (2,500,000.00) 

48,010.29 48,010.29 
7,163,552.32 7,163,552.32 
7,211,562.61 7,211,562.61 

TOTAL LIABILITIES AND CAPITAL 34,284,077.66 31,784,077.66 (2,500,000.00) 
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PUBLIC NOTICE OF COMMUNITY WATER 
COMPANY OF GREEN VALLEY 
APPLICATION FOR APPROVAL 

OF $2.810 MILLION 
TO ISSUE LONG-TERNI DEBT 

DOCKET NO, W-02304A-09-XXXX 
On March 26, 2009, Community Water Company of Green Valley (“CWCGV”) filed an Application with the Arizona 

Corporation Commission (“Commission”) for an order authorizing it to obtain a five-year term loan in the amount of $2.810 
million with a 20-year amortization and a 5-year balloon payment. The purpose of the application is for CWCGV to refinance 
$2.5 million Line of Credit and to finance $3 10,000 in needed capital improvements. This Application is available for inspection 
during regular business hours at the offices of the Commission in Phoenix, at 1200 West Washington Street, Phoenix Arizona, 
85007, and on the internet via the Commission website [www.azcc.gov) using the eDocket function. Copy of the application is 
also available at CWCGV’s offices, at 1501 South La Canada, Green Valley, Arizona. 

You may have the right to intervene in the proceeding. Intervention shall be in accordance with A.A.C. 
R-14-3-105. If you wish to intervene you must file an original and 13 copies of a timely written motion to intervene with 
the Commission and send a copy of the motion to the Applicant or its counsel and to all parties of record. The motion must, at a 
minimum, contain the following: 

1. Your name, address, and telephone number and the name, address, and telephone number of the proposed intervenor 
and of any person upon whom service of documents is to be made; if different from the intervener. 

2. A short statement of your interest in the proceeding (e.g. a customer or potential customer of the Applicant, etc.) 

3. A statement certifying that you have mailed a copy of the motion to intervene to the Applicant or their counsel and to 
all parties of record in the case. 

If representation by counsel is required by Rule 3 1 of the Rules of the Arizona Supreme Court, intervention will be 
conditioned upon the intervenor obtaining counsel to represent the intervenor. For more information about requesting 
intervention, visit the Commission’s website at httD://www.azcc.rr;ov/divisions/utilities/formsiinterven.pdf. 

The granting of intervention, among other things, entitles a party to request a hearing. If a hearing is ordered, 
an intervenor is permitted to present sworn evidence at hearing and to cross-examine other witnesses. Failure to 
intervene, however, will not preclude any interested person or entity from providing public comment on the 
application. The Commission anticipates considering this matter at a future Open Meeting. Public comment regarding the 
application will be taken at that time. For a form to use and instructions on how to email comments to the Commission, go to 
httD://www.azcc.aov/divisions/utilities/forms/public comment.pdf, or call 1-800-222-7000. Written public comments may also 
be submitted in this case by mailing a letter referencing Docket No. E-02304A-09-XXXX to Arizona Corporation Commission, 
Consumer Services Section, 1200 West Washington Street, Phoenix 85007. 

The Commission does not discriminate on the basis of disability in admission to its public meetings. Persons with a 
disability may request reasonable accommodations such as a sign language interpreter, as well as request this document in an 
alternative format, by contacting the ADA Coordinator, Shaylin A. Bernal, E-mail SABernal@,azcc.aov, voice telephone number 
(602) 542-393 1. Requests should be made as early as possible to allow time to arrange the accommodation. 


